The gold market has recently attracted much attention and gold prices have fluctuated over the past few years. Therefore, the aim of this study is investigate and analyze the trend of gold prices over the past five years in Iran. The importance of this topic is coming from uncertainty and volatility of the gold market, gold excitement and lack of a correct analysis of the market trends with reference to the probable factors which affect the gold price. The study's period refers to the ended five-year in December 2012. This research from methodological point of view is a descriptive-perspective analysis that examines the influence of variables such as the gold price on the market, the official exchange rate and non-official rate on the Iran's market, the price of Brent crude oil, the global rate per ounce gold and foreign economic sanction. Vector auto regression model is used to analyze the results of the study. The results indicate that gold price is affected from exchange rates' fluctuations and gold global rate, it is also noteworthy to mention that the most important factors affecting the recent volatility in the Iran's gold market and the exchange rate is the economic sanctions which have been imposed against Iran.
INTRODUCTION
Gold is a precious metal which is also classed as a commodity and a monetary asset. It has acted as a multifaceted metal down through the centuries, possessing similar characteristics to money in that it acts as a store of wealth, medium of exchange and a unit of value [10, 24] . Gold has also played an important role as a precious metal with significant portfolio diversification properties [5] . Gold is used in industrial components, jewellery, as an investment asset and reserve asset. Gold is a unique asset in that much of the gold ever mined still exists today. Approximately 2500 tonnes of gold is mined per annum. Above ground stocks account for 135,000 tonnes. Governments and investors account for approximately 60,000 tonnes, jewellery accounts for 63,000 tonnes and 15,000 tonnes is held in other forms such as electronics, etc. Gold is a highly liquid metal; it can be readily bought or sold every moment of day, in large denominations and at narrow spreads. This is highlighted by [7] who note that total annual production of gold is cleared by the London Bullion Market Association every 2.5 days [26] . While gold is an industrial metal, its uses are fewer compared to other metals, with only approximately 10% of gold demand derived from industry. Of perhaps more interest is gold's use as an investible metal. Central banks hold a large proportion of the above-ground stocks of gold [14] . Central banks and international financial institutions maintain 32,000 tonnes of gold in their reserve. Gold is held in central banks reserves for a number of reasons: diversification, economic security gold maintains its purchasing power, physical security gold is a liquid asset, confidence cushion in a crisis, maintains value, income gold leasing, insurance against market crises. Much research also points to the benefits of inclusion of gold holdings as leading to a more balanced portfolio [1, 5, 6, 7, 8, 13, 23] . In this research, at first we are going to mention necessity of performing of this survey here, then we will issue the theoretical literature of speech and background research to develop, after that it is suggested investigation methods and assumptions, and eventually work has been developed to be completed with estimating and analyzing the model. At last, it should be noted that the aim of this study is to determine the behavior of the gold price in the emerging market of Iran in other words, determining the volatility's impact of global gold price, exchange rate fluctuations, oil price and economic sanctions' impact on gold price in Iran.
REVIEW OF LITERATURE
Recently, there has been a surge in interest in the movements of commodity prices and their relationships with major macro-economic variables. Commodity prices tend to rise and fall together over time [17] . The interest toward the Commodity prices' movement and its relationship to major macro-economic variables has been changed these days [25] . Commodity prices may have common movements because of changes in macroeconomic variables that affect demands and/or supplies for broad sets of commodities [17] . Due to same changes in macroeconomic variables which have effect on demands and supplies for a vast number of commodities, the commodity prices varied. Commodity markets have undergone major changes during the last fifteen years. The popularity of commodity-related financial instruments, such as commodity indices, led many observers to consider that commodity markets were more deeply connected to financial markets [15] . In this regard, one point is tempted to ask whether the commodity phenomena that prevail globally would exist at the local level. It is also not clear whether the directional relationships among the prices are short lived or they persist in the long run. We are particularly interested in whether the oil price leads the commodity price procession as was recently believed, and whether this lead persists in the future in a developing country. The intellectual curiosity and policy pragmatism have focused on those commodities which include oil and precious metals particularly gold; because it is the most widely traded in commodity trading centers, priced in dollar and considered a hedge during flight to safety as a result of depreciation in the dollar exchange rate. The price of gold is the interest of this research but for the case of a developing country. This is why we selected these variables for this study [25] . Studies conducted on developed countries show short-lived relationships between oil, gold and silver, with gold having the edge over oil [20] . These short-run relationships have roots in the major commodities' sensitivities to changes in the business cycles and the US dollar exchange rate. But would the relationships strengthen if the interest rate is included in the system to link commodities to the exchange rate and monetary policy actions? While Baffes (2007) believes the interest rate should be included, the jury is still out on the significance of the link even in developed countries [2] . In recent research, it has been shown that there are various relationships between macroeconomic variables such as currency rate, inflation rate, oil prices and gold prices. Some of it research have been following. Soytas et al. (2009) , evaluated oil world price, precious metals price and macroeconomic variables in Turkey as a developing country. As trade and investment barriers are decreasing, the global investors closely watch the economic and financial developments in the emerging markets. Newly developed capital markets may be more prone to global shocks and have different macroeconomic dynamics than developed markets. Another important sensitivity that emerges in the case of developing markets is their strong obsession with gold. There is strong possession of gold in countries like Turkey, India, Indonesia and Saudi Arabia, among other developing countries. It will be interesting to find out if this possession of gold, and to lower extent silver, changes the relationships between oil and a developing country's domestically traded precious metals and also with its own macroeconomic variables, particularly the domestic interest rate and the domestic currency/Dollar exchange rate. For Turkey, the Lira/Dollar exchange rate and the interest rate are the domestic macroeconomic variables that will be included in this study. Such as that and with a little difference for Iran, the Riyal/Dollar (free market rate and official rate) and inflation rate are the domestic macroeconomic variables that will be included in this study. The results of Soytas's research are useful for domestic and international portfolio managers who diversify their portfolios by including bonds, commodities and other asset classes of developing countries like Turkey. In fact, according to Capital Markets Board of Turkey (2009) more than 70 percent of the stocks traded on ISE in 2007 were owned by foreign investors. The results are also helpful for the monetary authority who may be interested in knowing the linkages between their domestic interest rates and the main commodity prices to formulate economic policies [25] .
In gold market there are two variables which have straight effects, these are two macroeconomic variable as oil price and inflation rate [26] . There is a positive correlation between gold and crude oil prices. Shafiee & Topal (2010) , in their research about gold world markets and forecast of gold price, reviewed historical trend of gold price and affected by macro variables such as oil and world inflation during the 40 years ended 2008. The results of model proposes that historical data of mineral commodities have three terms to demonstrate fluctuation of prices: a longterm trend reversion component, a diffusion component and a jump or dip component. The study validates the model and estimates the gold price for the next 10 years, based on monthly historical data of nominal gold price [22] . In the gold markets, in the short-term there are two main reasons why gold prices dramatically increase. Firstly, in a period where global financial markets crash and the global economy is in recession, investors are less trusting of financial markets as reliable investments. Consequently, they switch to speculation or to any market that does not have heavy liability or unpredictability, such as the gold market. In other words, the gold market operates as a type of insurance against extreme movements in the value of traditional assets during unstable financial markets. Secondly, the devaluation of the US dollar versus other currencies, and international inflation with high oil prices are reasons why big companies to hedge gold against fluctuations in the US dollar and inflation [22] . Pukthuanthong & Roll (2011) , experimentally showed that there is a negative relationship between gold price and Dollar rate. This means that when the Dollar price of gold increases, the Dollar depreciates against other currencies such as Euro, Pound and Yen. This is intuitively puzzling because it seems to suggest that gold prices are associated with appreciation in other currencies. Why should the Dollar be different? They show that there is actually no puzzle. The price of gold can be associated with currency depreciation in every country. The Dollar price of gold can be related to Dollar depreciation and also the Euro (Pound, Yen) price of gold can be related to Euro (Pound, Yen) depreciation [18] . Many economists and market analysts believe that gold spot prices are influenced by expected inflation. Analysts in the financial press routinely attribute substantial changes in the price of gold to changes in expected inflation. When unexpected changes in the Consumer Price Index (CPI) occur on the same day as large changes in the price of gold, analysts attribute the change in gold price to the changes in the inflation indicators. Even the Federal Reserve has indicated that gold prices and returns can be used as a measure of future inflation. Alan Greenspan, the recent past chairman of the Federal Reserve, has commented that the price of gold is "a very good indicator" of inflation and is useful in the battle against inflation [4] .
RESEARCH METHOD
To do this study, we have used the daily gold prices, exchange rate (free market rate and official rate), inflation rate and global crude oil during a 5 year period from December 2007 to December 2012. Because of no significant difference between the price of a gram of gold with different carat and Bahare Azadi coin (old & new version) we used daily price of old version Bahare Azadi coin during this period and with the symbol (GC) is shown. For other parameters the following symbols have been used. For the global price of gold, gold price per ounce is used and with the symbol (GO) is shown. For the exchange rate we used two variables, free market rate in Tehran Market with the symbol (DR) and the official rate with the symbol (FR). For the next variable the Brent crude oil prices with symbol (OW) and for the inflation rate with symbol (II), the total index of consumers on a daily basis during the five years leading up to December 2012 are used. Table 1 summarizes the descriptive-statistics of the variables. As shown in Table 1 , the price of gold based on coefficient of variation (CV) has the greatest volatility. It can be related to the shocks of the market, especially in the final year of study. The second volatile variable is the dollar's free rate which is not unexpected. In other words it can be said that the free market rate of the dollar is more stable than gold coin. Table 2 shows the correlation coefficients between variables. Table 2 , the highest correlation coefficient is between the official exchange rate and the inflation rate which is neglected because of its syntax. As also, gold coins and dollar exchange rate in free market have high relationship, because the both are endogenous variables and affected on exogenous variables such as world price of oil and world price of gold. in addition, despite the influence of exogenous variables, cause the shocks of the domestic economy (resulting from economic sanctions).
Another point is about the political situation in Iran that led to the international statements of economic sanctions against Iran and is contribute to the designing model and its implications. Therefore, to specify the optimal model, the imposed variables on Iran's economy in the form of dummy variables included in the model. 
The Research Hypotheses
This study examines the assumptions about Gold price and the currency market which is always controversial, especially in the current market conditions. Many studies about gold prices and exchange rates are shown positive relationship between them [3, 18] . In this study, the gold price and exchange rate (USD) to Riyal is discussed. so, based on the results of different researches and expectation, the price of gold in domestic market is affected by fluctuations of exchange rate. Thus, the following hypotheses are stated.
H1-The price of gold on the Iran's market have been affected by the markets of exchange rate.
Gold price on the domestic market was always regarded and as a significant variable is in the interest of investors, note that gold produce no income, so intrinsic value and its price is influenced by other variables in the economy [16] . There is no difference between gold global market and the gold in the domestic market that is likely to be directly affected by the global market. But, there are other factors affecting the economy as a unique economic conditions and the effects of the recent economic sanctions led to confusion in the analysis of the relationships between variables. The second hypothesis of the study is as follows.
H2-The price of gold in the domestic market is affected by the global price of gold.
Another issue that has been widely discussed and debated, is the impact of fluctuations of the oil world prices on the domestic price of gold. The intellectual curiosity and policy pragmatism have focused on those commodities which include oil and precious metals particularly gold [25] , so in the third hypothesis we are looking to confirm this issue, the following third hypothesis is expressed as bellow.
H3-The price of gold on the market of Iran is affected by the price of global oil.
In recent years, speculations about influence of Security Council economic sanctions against Iran are made various ideas confirm or rejection of it. For example, in many researches government policies effect on real price of gold [19] . Therefore, this study sought to examine the documentation of effects of each Security Council statements against Iran for a detailed assessment, so the fourth hypothesis is stated as follows.
H4-Economic sanctions against Iran had a significant impact on gold prices in the domestic market.

Statistical Results
Due to the nature of the subject, to evaluate the gold price, exchange rate and oil world price and other variables introduced in the literature on Iran's economy, in this study vector autoregression (VAR), has been used. This method is used when there is no recognizable criteria between endogenous and exogenous variables. Therefore in transfer function, all variables are considered endogenous [9] . The prediction of this method in many cases is better than the results of any complex methods such as simultaneous equations [11] . In this regard, according to Table 3 , Akaike information criteria (AIC), Schwarz -Bayesian criterion (SBC), LR Statistic and modified LR statistic have been used to determine the optimal degree of VAR model. AIC and SBC grades are introduced 1 and 2 as the optimal degree. Based on modified LR statistics the optimized degree 1 is rejected and the optimized degree 2 is accepted as optimal level. In this interpretation, the degree VAR (2) model is selected as the optimum degree. Due to the optimal lag, the model for the study based on the VAR model in matrix form is expressed as follows:
t GC(-t) + bn,t OW(-t) + cn,t GO(-t) + dn,t DR(-t) + en,t FR(-t) + fn,t II(-t) + gn,t UN1(-t) + hn,t UN2(-t) +in,t UN3(-t) +jn,t UN4(-t) + k n,t UN5(-t) + ε1
Where Yn is equal to any of the following variables: Yn = { GC, OW, GO, DR, FR, II, UN1, UN2, UN3, UN4, UN5} According to the proposed model, the six equation system components are intended to identify the effects of variables on each other. In the time series data, before analysis and estimation of the model equations, the unit root test should be conducted to determine time series variables stability [11] . In the initial review this will be visible that all variables are not stable, because all of them are prices in period of time. Estimating the model using non-stationary variables can lead to spurious regression that leads to misleading. Therefore, to avoid spurious regression, we will turn to co-integration model. From the co-integration methods, we used the EngelGranger Two-steps Test. The Engel -Granger investigated whether residues from the regression model (as a linear combination of non-stationary variables that includes several series: gold price in domestic market, global oil price, free market exchange rate, the official rate and global gold price) is stable or not? The null hypothesis is shown that the residuals are not stable and alternative hypothesis is stated that the residuals are stable. Based on the results in Table 4 , the Schwarz-Bayesian Criterion (SBC), which has been the basis for determining the optimal interval, the optimal interval will be 2. Computational statistics at interval of two is equal to -8.7280 and since it is higher than the critical value -4.4283 (in absolute terms), the null hypothesis that is non stability is rejected. So the leftovers from the estimated equation are stable and co-integration between model variables are accepted. As it is evident from the figure 1 the actual trend of these two variables are the same at a glance. These analyses are discussed in the following section.
Results Analysis
For estimating and examining the research model, at the first we will signify the dummy variables representing Security council statements against Iran, the initial evaluation indicates ineffectiveness two first statements, this means the Security council statement 1803 and 1835, Therefore, these two variables removed from the model to improve the model specify. We estimate results according to Vector Autoregression Models (VAR). To do it we need to separate endogenous Variables from exogenous Variables. Endogenous variables in this study is include GC, DR, FR and II, and the exogenous variables is include GO, OW and five security statements UN1, UN2, UN3, UN4 and UN5. To estimate our VAR model, we evaluate dummy variables for recognition of each price shock and the result is shown in Table 5 . Table 5 and the LR statistic and the minimum significance level for each of the statements of the Security council (dummy variables) the null hypothesis based on non-meaningful of UN4 and UN5 is not rejected and the alternative hypothesis will be accepted. In other words, among the five statements imposed on Iran over the past five years, statement 1984 emphasized the cooperation of Member States to impose further sanctions and more importantly emphasizes statement 2049 on Iran oil embargo and sanctions on dealings with Iran's central bank have very significant impact on the analysis and especially in the second half of 2012's price fluctuations. Another point is used the Granger causality test for examined gold coin price affected by other endogenous variables and the result of this test implied that based on LR statistic (192.7744) and minimum significance level (0.000) null hypothesis (do not transmission of shocks from other endogenously variables on gold coin price) is rejected and the alternative hypothesis will be accepted. This means, gold coin price is affected by all of three endogenous variables (free market exchange rate, official rate and inflation index). Estimation of VAR model in formed of four endogenous variables is described in Table 6 : 4 and SBC= -18341.8 is recognized as the best model. In other words, the results suggest that despite the effect of fluctuations of the gold coin price on the inflation index in Iran, but is not affected by it. Dollar free market exchange rate and gold coin price fluctuations have an additive effect on each other, However, the exchange rate fluctuations have severe impact on the gold coin price and it represents the exchange rate changes with a lag will be change price of gold coin, so the first hypothesis that means the price of gold on the Iran's market have been affected by dollar exchange rate with coefficient 56.8884 [.000] will be accepted. Dollar official rate of central bank of Iran is affected by inflation index and also is a positive affecting factor on the rate of free market Dollar, therefore leads to mistrust in market and increase demand of Dollar as an investment asset to preserve purchasing power of money. About fluctuations in the market and gold coin price affected by exogenous variables i.e., the second and third research hypothesis, it is noteworthy that gold coin price in domestic market by a coefficient of 417.098[0.000] is affected by gold world price and indicates that second research hypothesis will be accepted. In case of the third hypothesis, results have been shown no influence by world oil prices and this case is expectable because Iran is an exporter in petrochemical industry and independent of domestic economic variables from international price of oil and oil products is justified, therefore, the third hypothesis is not accepted. Finally, in relation to the impact of global sanctions against Iran, the results indicate that according to the five statements of the Security council during the period of the study, only two statement i.e. statement 1984, with emphasis on the global association about economic sanctions against Iran and statement 2049, with emphasis on the oil industry sanction and intercourse bounded with Iran's central bank, have significantly influenced on fluctuations of gold coin price (increase in gold coins prices) therefore, the fourth research hypothesis is accepted by 99% significance level. 6-Summary and conclusions This study examined the relationship between endogenous and exogenous variables affecting the price of gold in domestic market. The main goal of this research is to provide the official statistics on existing relationships between the variables and documenting these relationships to predict the future and selection of more efficient investment option. The main focus of research is on the relationship between gold price and free market rate of Dollar in relation to other economic variable. Causality functions shows that gold coin price in Iran consistent on expectations is affected by the world price of gold while not affected by the impact of international oil prices. Gold coin price not only is influenced on Dollar free market rate but also is very severe affected by it, therefore it is possible to forecast the gold coin price with use of tracing the Dollar rate fluctuations and also that the free market rate of Dollar price's fluctuations is more stable than gold coin price fluctuations. The sanctions imposed by the Security council of united nation in the research period against Iran should also mentioned that only the statement 2049, adopted in June 2012, has significant effect on fluctuations of gold coin price and free market rate of US Dollar in Iran domestic market.
